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AMENDMENT TO SENATE BI LL 1601

AMENDMENT NO. . Anend Senate Bill 1601, on page 1,

i medi ately below line |, by inserting the follow ng:

"WHEREAS, The Cener al Assenbl y t akes note that
governnental units in the State nust borrow funds in the
current bond market, and the issuance of bonds or other
obligations as what are cormmonly referred to as variable rate
demand bonds, auction bonds, or commercial paper bonds is
ever increasing, and is frequently the nost advisable and

econom ¢ nmeans of borrow ng; and

VWHEREAS, It is sonetines nost advantageous in connection
with such borrowings to enter into cap, collar, swap, or
other derivative transactions relating to interest rates
which serve to hedge interest rate risk and it is frequently
necessary to procure credit enhancenent in the fornms commonly
referred to as municipal bond insurance, letters of credit,
lines of credit, standby bond purchase agreenents, or surety
bonds, and the Ilike, in such demand bond and simlar

transacti ons; and

WHEREAS, Existing |aw authorizes such transactions, but
it is advisable for the law to be nore fully stated to

accommodat e sane, expressly permtting certain aspects of
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such transactions; therefore"; and
on page 1, by replacing lines 4 through 22 wth the

fol | ow ng:

"Section 5. The Bond Authorization Act is anmended by

changing Section 7 as foll ows:

(30 I'LCS 305/7) (fromCh. 17, par. 6607)

Sec. 7. Interest rate swaps. For purposes of this

Section, terns are as defined in the Local Covernnent Debt

Ref orm Act. Wth respect to all or part of any currently

out st andi ng or proposed i ssue of its bonds, a governnental

unit publie--corporatton whose aggregate principal anmount of

bonds outstanding or proposed exceeds $10, 000, 000 may,

wi t hout prior appropriation, enter into agreenents or
contracts with any necessary or appropriate person (the

counter party) that will have the benefit of providing to the

governnental unit: (i) publie-corporation an interest rate

basi s, cash flow basis, or other basis different from that
provided in the bonds for the paynent of interest or (ii)

with respect to a future delivery of bonds, one or nore of a

guaranteed interest rate, interest rate basis, cash flow
basi s, or purchase price. Such agreenents or contracts
include wthout I|imtation agreenents or contracts commonly

known as “interest rate swap, collar, cap, or derivative

agr eenent s, “forward paynent conver si on agr eenent s,

interest rate |ocks, forward bond purchase agreenments, bond

warrant aqreenents, or bond purchase option agreenents and

al so include agreenents or contracts providing for paynents

based on levels of or changes in interest rates, including a

change in an interest rate index, to exchange cash flows or a

series of paynents, or to hedge paynent, rate spread, or

simlar exposure (such agreenents or contracts, collectively,

being "swaps"). Wthout limting other pernmtted terns which
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may be included in swaps, the follow ng provisions may or, if

herei nafter so required, shall apply:

(a) Paynents nade pursuant to a swap (the swap paynents)

which are to be nmade by the governnental unit nay be paid by

such governnental unit, without limtation, from proceeds of

t he bonds, including bonds for future delivery, identified to

such swaps, or from bonds issued to refund such bonds, or

from whatever enterprise revenues or revenue sour ce,

including taxes pledged or to be pledged to the paynent of

such bonds, which enterprise revenues Or revenue source nay

be increased to nmake such swap paynents, and swap paynments to

be received by the governnental unit, which nay be peri odic,

up-front, or on termnation, shall be used solely for and

limted to any lawful corporate purpose of the governnental

(b) Up-front or periodic net swap paynents to be paid by

the governmental unit under the swaps (the standard swap

paynents) sueh--agreenents--or-contracts shall be treated as

interest for the purpose of <calculating any interest rate

limt applicable to the bonds, provided, however, that for

pur poses of neking such standard swap paynents only (and not

with respect to the bonds so issued or to be issued), the

bonds shall be deemed not exenpt fromincone taxation under

the |Internal Revenue Code for purposes of State |law, as

contained in this Bond Authorization Act, relating to the

pernmissible rate of interest to be borne thereon, and,

provided further, that if paynents of any standard swap

paynents are to be nmade by the governnental unit and the

counterparty on different dates, the net effect of such

paynents for purposes of such interest rate limtation shal

be deternined using a true interest cost (yield) calculation.

(c) Any such agreenent or contract and the swap paynents

to be made t hereunder shall not be taken into account wth

respect to any debt limt applicable to the governnental unit
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publ i €- eor porat i on.

(d) Swap paynents upon the termnation of any swap nmay

be paid to a counterparty upon any terns custonary for swaps,

including, wthout Ilimtation, pr ovi si ons usi ng mar ket

quotations available for giving the net benefit of the swap

at the tine of termnation to the persons entitled thereto

(viz., t he governnental unit or the counterparty) or

reasonabl e fair narket value determ nations of the value at

ternm nation made in good faith by either such persons.

(e) The term of the swap shall not exceed the term of

any currently outstandi ng bonds identified to such swap or,

for bonds to be delivered, not gqreater than 5 years plus the

termof years proposed for such bonds to be delivered, but in

no event |onger than 40 years, plus, in each case, any tine

peri od necessary to cure any defaults under such swap.

(f) The choice of |law for enforcenent of swaps as to any

counterparty may be nade for any state of these United

States, but the |l aw which shall apply to the obligations of

the governnental wunit shall be the law of the State of

Illinois, and jurisdiction to enforce the swaps as against

the governnmental units shall be exclusively in the courts of

the State of Illinois or in the applicable federal court

having jurisdiction and | ocated within the State of Illinois.

(g) CGovernnental units, in entering into swaps, nay not

wai ve any sovereign immunities fromtime to tine available

under the laws of the State of Illinois as to jurisdiction,

procedures, and renmedi es, but such swaps shall otherwi se be

fully enforceable as valid and binding contracts as and to

the extent provided herein and by other applicable | aw

(Source: P.A 87-1176.)

Section 10. The Local CGovernnent Credit Enhancenment Act

i s anended by changing Sections 2 and 3 as foll ows:
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(50 I'LCS 410/2) (from Ch. 85, par. 4302)

Sec. 2. For the purposes of this Act, terns are as

defined in the Local Governnent Debt Reform Act. unl ess- -t he

cont ext - r equt r es- ot her wt se:

fa)--"Unit--of--}ocal--governpent”-shall - have-t he- peant ng
asertbed-to-tt-in-Artiele-VHi;--Seetion--1--of--the--tltinots
Constitutton:

{b)--"Sechool --distrtet”--pneans-any- publie-sehool -distriet
of gant zed- under - t he- School - Code- or - prt of - | aw and- t nel udes- any
dual - or-uni t - sehool -di striet; - hi gh-sehool --distriet;--speetal
charter--distriet--and--non-high--sehool--distriet:----Schoot
distriet”-al so- reans- any- eonnunt ty-col | ege-di strit et - or gant zed
under - t he- Publ t - Conmuni ty- Col | ege- Aet - oF - pri or - L aw

{e)--"CGovernt ng- boar d” - neans-t he- ceor por at e- aut hort tt es- of
t he- runi et pal t ty; - ceount y- boar d; - boar d- of - t r ust ees; - - boar d- - of
edueat t on; - boar d- of - school - di r ect or s; - oF - 0t her - gover nt ng- body
of -t he-uni t - of - | ocal - gover nhent - or - sehool - di strtet -

(Source: P.A 83-1536.)

(50 I'LCS 410/3) (from Ch. 85, par. 4303)
Sec. 3. In connection with the issuance of its bonds and

netes, a governnental unit eof--}ecal-governnent-or-school

distrtet may enter into agreenents (credit agr eenent s)

arrangenents to provide additional security or and liquidity,
or _both, for the bonds and-netes. These may include, w thout

[imtation, municipal bond insurance, letters of credit,

lines of credit, standby bond purchase agreenents, surety

bonds, and the |ike, by which the governnental unit of-}ecal

gover naent - of - school -distriet may borrow funds to pay or

redeem or purchase and hold its bonds and a governnental unit

nmay enter into agreenents for the purchase or remarketing of

bonds (renmarketing agreenents) arrangenents for providing a

mechanism for remarketing bonds tendered for purchase in

accordance with their terns. The term of such credit
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agreenents or remarketing agreenents shall not exceed the

termof the bonds, plus any tine period necessary to cure any

defaults under such agreenents assuring-the-abtlity-of-owiers

of - t he- i ssut ng- | ocal - gover npent - s- or - sehool - di strt et - s- - bonds
to--sell--or-to-have-redeened-thetr-bonds:---The-unit-of-|ocal
gover nrent - or - school -distri et - may-enter--+ At o- - contraets- - and
fray- agr ee- t o- pay- f ees-t o- per sons- pr ovi di ng- sueh- ar r angenent s;
t net udt ng- f rom bond- pr oceeds.

Wthout limting the terns which may be included in any

such credit agreenents or renmarketing agreenent s, t he

ordi nance The--resolution-eof-the-governtng- board- aut hort zi ng

t he- it ssuance- of -t he-bonds nmay or, if hereinafter so required,

shall provide as foll ows:

(a) that Interest rates on the bonds may vary from tinme

to tinme depending upon criteria established by the governing
body beard, which may include, wthout Iimtation__ (i); a
variation in interest rates as nay be necessary to cause
bonds to be remarketed remarketable fromtine to tine at a

price equal to their principal anmount plus any accrued

interest; (ii) rates set by auctions; or (iii) rates set by

(b) A national banking association, bank, trust conpany,

i nvestnment banker or other financial institution nay be

appointed to serve as a remarketing agent in that connection,

and such renmarketi ng agent nay be del eqgated authority by the

governing body to deternine interest rates in accordance with

criteria established by the governing body. TJhe-resolution

of - t he- gover ni ng- boar d- aut hort zi ng-t he-t ssuance- of -t he- - bonds
fray- pr ovi de- t hat

(c) Alternative interest rates or provisions may wtl
apply during such tinmes as the bonds are held by the a person

or persons (financial providers) providing a credit agreenent

or renarketing agreenent letter-of--credit--or--other--credit

enhancenent - - arFrangenent for those bonds and during such
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tines, the interest on the bonds nay be deemed not exenpt

from incone taxation under the Internal Revenue Code for

pur poses of State law, as contained in the Bond Authorization

Act, relating to the pernissible rate of interest to be borne

thereon.
(d) Fees my be paid to the financial pr ovi der s,
including all reasonably related costs, including therein

costs of enforcenent and litigation (all such fees and costs

bei ng financi al provider paynents) and financial provider

paynents nay be paid, without limtation, from proceeds of

t he bonds bei ng the subject of such agreenents, or from bonds

issued to refund such bonds, or fromwhatever enterprise

revenues or revenue source, including taxes, pledged to the

paynent of such bonds, which enterprise revenues or revenue

source may be increased to make such financial pr ovi der

paynents, and such financial provider paynents shall be nade

subordi nate to the paynents on the bonds.

(e) The bonds need not be held in physical form by the

financial providers when providing funds to purchase or carry

t he bonds from others but may be represented in

uncertificated formin the credit agreenents or remarketing

agreenents.

(f) The debt or obligation of the governnental unit

represented by a bond tendered for purchase to or otherw se

made available to the gqgovernnental unit and thereupon

acquired by either such governmental unit or a financial

provider shall not be deened to be extinqui shed for purposes

of State law until cancelled by the governnental unit or its

(g) The choice of law for the obligations of a financial

provider may be made for any state of these United States,

but the | aw whi ch shall apply to the obligations of the

governnental unit shall be the law of the State of Illinois,

and jurisdiction to enforce such credit aqr eenent or
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remarketing agreenent as against the governnental unit shal

be exclusively in the courts of the State of Illinois or in

the applicable federal court having jurisdiction and | ocated

within the State of Illinois.

(h) The governnental unit nmay not waive any sovereiqgn

immunities fromtine to tine avail able under the | aws of the

State of Illinois as to jurisdiction, procedures, and

renedies, but any such credit agreenent and renmarketing

agreenent shall otherwise by fully enforceable as valid and

bi ndi ng contracts as and to the extent provided by applicable

(i) Such credit agreenment or renmarketing agreenent nay

provide for acceleration of the principal anpunts due on the

bonds, provided, however, that such acceleration shall be

deferred for not less than 18 nonths fromthe tine any such

bond i s acquired pursuant to any such agreenent.

(Source: P.A 83-1536.)".


SOLIMAR DFAULT BILLS NONE


